The Alternative Sovereign Fund 



Objective 

The objective of this initiative is to present an alternative source of sovereign funding, one 
that is feasible, equitable and sustainable, one that does not submit sovereign governments to 
the dictates of large financial institutions and private international financiers, but instead 
provides the opportunity for taxpayers, citizens and businesses to invest in the future of their 
country and in return be rewarded with lower taxes and a more efficient economy. 

The Alternative Sovereign Fund 

The Alternative Sovereign Fund is a mechanism for providing governments who regard the 
principle of national sovereignty as paramount with an alternative, debt-neutral way of 
financing their economy exclusively from their own resources. It does this by giving 
taxpayers and businesses the opportunity to invest their savings in a government guaranteed 
fund in exchange for a reduction in their tax burden. The tax credit or incentive is applied 
against income tax in the case of individuals and against employer taxes in the case of 
businesses and is paid in lieu of interest they would otherwise receive from their savings in 
private banks. To ensure the fund is successfully subscribed to, the financial benefit paid to 

subscribers via the tax incentive must exceed potential returns achievable in cash through 
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private investing. 

The initiative is based on the premise that there is always enough money available within 
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an economy (internal sourcing) to meet the Exchequer Borrowing Requirements (EBR) of 
that economy, and it is not necessary to seek external funding, whether from foreign private 
investors, other central banks (ECB) or international organisations like the IMF. In fact, 
external sovereign funding has very negative consequences for both the sovereignty of a 
nation and the sustainability of its economy. Paying internal sources a cash return on their 
investment (interest on the loan) does not solve any liquidity problems the debtor nation may 
have, it only solves the question of sovereignty, but borrowing exclusively from internal 



1 This is feasible as the return paid to the subscribers is not in cash but via a tax incentive and the reduction in tax 
revenue to the exchequer is compensated by a reduction or elimination of the debt burden owed to foreign creditors 
and from increased tax revenue from sources other than income (Vat, Corporation tax, Capital Gains, etc) due to 
the positive effect this mechanism has on the economy. 

2 The amount of ordinary savings (the savings of private citizens and small businesses) on deposit in the banks of 
debtor nations far exceeds the EBR of their economy (in normal economic conditions). The required funds exist 
but they are sitting unproductively in private bank deposit accounts accruing miniscule amounts of interest to the 
benefit of the banks but a detriment to the economy - it is inefficient money supply management. 

3 With regard to the question of sovereignty, the conditions imposed by foreign creditors on debtor nations 
completely erases the principle of national sovereignty. With regard to the sustainability of an economy indebted to 
foreign creditors, one need only consider the fact that perpetual growth is required to counter the gradual reduction 
to the money supply (when money is pumped into to an economy from external sources via a loan with interest 
attached, over time more money is taken out of the economy than was originally put in), and perpetual growth is 
neither sustainable nor desirable in a world of finite resources. 
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sources and giving a return exclusively in tax incentives solves the problem of sovereignty 
and liquidity. 

The initiative provides an effective and efficient way of recycling the money supply by 
removing the toll (interest charged by sovereign creditors) placed on the natural flow of 
money in an economy generated by trade. The mechanism works contrary to the policy of 
austerity by increasing the circulation of money without having to print it or borrow it. 

The initiative came about as a response to the threat to debtor nations (examples: Ireland, 
Spain, Portugal, Greece) of national bankruptcy by the cohort of International sovereign 
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lenders (IMF, ECB, Private Financial Institutions, Investment Banks, etc.), if the conditions 
of their lending were not met. The failure to repudiate this threat by the governments of these 
nations has led to difficult conditions being forced on their citizens (imposed austerity) and is 
a consequence of believing that there is no alternative to sovereign financing other than via 
the accepted channels. 

If successfully implemented and managed, the benefits of such a fund for the government, 
the economy and taxpayers of a debtor nation are: 

Benefits to the Government: 

a. The Government secures the EBR without recourse to foreign powers; 

b. The Government gets to fund the EBR without creating new debt; 

c. Sovereign power and negotiating strength are immediately transferred from foreign 
sovereign creditors (in the case of European countries - the Troika) to the citizens of 
the debtor nations as the threat of bankruptcy is removed by having access to interest 
free loans on a sustainable basis provided by the taxpayers of the state; 

d. The policy of austerity is immediately stopped and replaced with a policy of 
economic renewal, funded by the direct beneficiaries of this change; 

e. Small businesses and individuals that are not tax registered or tax compliant are 
immediately incentivised to do so. Paying taxes becomes less of a burden and more 
of a voluntary act when the benefits of doing so become obvious; 

f. Where there is oversubscription to the fund, large scale infrastructure projects like 
free wifi connection in major cities or new hospitals etc., can be funded with interest 
free loans from the beneficiaries of such projects. It makes perfect sense that the 



4 http://www.independent.ie/irish-news/politics/revealed-the-troika-threats-to-bankrupt-ireland-3062 1 1 97.html 

5 Only businesses and individuals that are tax registered and tax compliant can invest in the fund and receive the 
attractive tax benefits on offer. To ensure the success of this, a tax amnesty should be considered. Nobody likes 
paying taxes when they know that a large percentage of their taxes are going to pay investment profits to wealthy 
foreign creditors. 
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funders of these projects should be the direct beneficiaries of them also and vice 
versa; 

g. The relationship between the government and taxpayers is better understood and 
strengthened. 



Benefits to the economy: 

a. Providing a mechanism whereby taxpayers have the option to lessen their tax burden 
but only by investing in a fund which provides the government with all its borrowing 
requirements interest free is the most efficient and cost effective way of circulating 
money in an economy. The increase in national disposable incomes brought about by 
the reduction in income taxes for subscribers to the fund will give the required boost 
to any faltering economy through increased spending, instilling consumer and 
business confidence, leading to increased employment, reduced social welfare costs 
and the consequent reduction in the fiscal deficit; 

b. The mechanism of rewarding taxpayers with reduced taxes in exchange for lending 
their savings to the state interest free produces economic equilibrium by balancing the 
level of spending against the level of saving in the economy. 6 The EBR as set out in 
the budget will determine the maximum level of investment required (from savings) 
to fund the state for the following year. Given the choice between paying a higher rate 
of income tax whilst receiving a nominal rate of interest on one's savings or investing 
one's savings in a government guaranteed scheme in exchange for lower income tax, 
it is obvious which option taxpayers will take, especially in a situation where the 
government is being threatened by foreign creditors and the taxpayers are already 
carrying an impossible burden. When the EBR is met, the government has the option 
of using any available excess funds for necessary projects giving the same terms. In 
such an economic climate, with taxpayers getting an increase in their disposable 
incomes and when the threat of bankruptcy is removed by the government having 
access to sustainable funds, confidence will grow and spending will continue. 
Spending slows when uncertainty creeps into an economy and this uncertainty is kept 
at bay by taxpayers willingness to fund the state; 

c. The circulation of money increases due to the increase in net wages to subscribers and 
augmented by increased employment brought about by the tax incentives given to 
businesses that invest in the fund. Consumer confidence grows because more people 



6 Two factors combined cause boom to bust cycles: money being pumped into an economy from external sources 
via loans with interest attached and the growth rate falling below the level required to meet the debt burden. The 
boom is caused by the money being pumped in and the bust is caused by the money being taken out combined with 
an insufficient growth rate. But as stated already, perpetual growth is neither sustainable nor desirable, so the only 
way to counteract boom to bust cycles is via internal sourcing of interest free funds. 
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have more money in their pockets. Increased spending creates jobs, decreasing 
government expenditure. Businesses grow and tax revenue from sources other than 
income (Vat, Corporation Tax, Capital Gains, etc) increases. The budget deficit 
shrinks as does the government's borrowing requirements. Combined with the new 
found freedom to negotiate historic debt on fairer terms, funding the state in 
perpetuity from its own resources becomes entirely plausible. The downward 
economic spiral is stopped. Austerity is made redundant. Economic self sufficiency is 
secured; 

d. For businesses that invest in the fund, the incentive to employ is increased by reduced 

7 

employment costs and the ability to give employees an increase in their take home 
pay without increasing gross salaries; 

e. The attractive tax incentives or benefits received from investing in the fund are only 
paid to tax registered and tax compliant individuals and businesses, which incentivises 
tax compliance, widening the tax net; 

f. A balance is struck between the level of government income and expenditure. The 
EBR is entirely funded by taxpayers and businesses who are also the direct 
beneficiaries of the spending, so if there is a shortfall in the fund, taxes will have to be 
increased or expenditure reduced, but either way it will be the taxpayers and 
businesses who will be responsible by making the decision to support the fund or not. 
At the microeconomic level, the initiative encourages saving and paradoxically 
spending, by providing an increase in net incomes to taxpayers, but the increase is 
only possible through saving and investing one's savings in the fund. 

Benefits to the Taxpayer: 

a. In exchange for lower taxes, taxpayers get to invest in developing and improving the 
economic conditions of the state, which has a positive effect on their relationship with 
the state. The connection between rights and responsibilities becomes much clearer, 
more defined and less divisive, giving a sense of empowerment to citizens. Power 
shifts from government to citizen but so, too, does responsibility; 

b. By lending the government the required funds to invest in essential projects interest 
free, the citizens cease being passive onlookers and become active participants in the 
development and improvement of their society; 



7 It is recommended that the tax incentive given to businesses be employment related rather than against profits as 
this will incentivise businesses to maintain and create employment. 

8 Because the fund is optional, subscribers to it acquire a new feeling of empowerment with regard to their 
relationship with the state. A sense of helplessness is transformed to pride as a way is opened up for them to 
contribute to improving the situation. 
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c. The fund provides citizens and businesses with the opportunity to show their support 
for the government; 

d. Net wages are increased. More money in the pockets of workers instills consumer 
confidence and gives a boost to a weak economy; 

e. Taxpayers are rewarded for their prudence (ability to save) with additional income 
rather than punished with additional taxes, as happens in economies with too much 
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savings sitting in unproductive deposit accounts; 

f. Paying income tax would begin to feel almost voluntary; 10 

g. This initiative teaches young people at the start of their working lives the benefits of 
prudent budgetary management and financial responsibility. Saving is encouraged, 
and rewarded with a reduction in income tax (which paradoxically increases 
spending), while at the same time a sense of contributing to the improvement of 
society is nourished. It is important to ensure that the initiative remains a voluntary 
initiative and is not regarded as a simple savings scheme; 

h. For low earners the incentive to work is created by providing the opportunity to 
increase take home pay without having to fight for a raise. 



Who can invest in the fund? 

a. PAYE Workers. The tax benefit paid to PA YE Workers in exchange for investing 
their savings in the fund would be applied against their income. Therefore, the more 
savings they transfer into the fund (as a percentage of their income) the less income 
tax they will pay and the more disposable income they will have. The reason for 
calculating their investment in the fund as a percentage of their income is to ensure 
the system is equitable. High earners would have to transfer more money into the fund 
to receive the equivalent tax benefit as low earners, but as a percentage of their 
income the benefit received would be the same. 



9 Ireland has a tax on interest earned in bank accounts (a tax on savings) called DIRT, Deposit Interest Retention 
Tax, which stands at 41% and is administered, along with income tax, as a withholding tax. 

10 The level of income tax one pays would be determined by the amount of disposable income one commits to 
investing in the fund. 

11 Singapore has a compulsory saving scheme called the Central Provident Fund which, when analysed, could be 
classified as a mechanism for totalitarian capitalism or efficiently managed slavery. The Irish Government came up 
with a 10 Year National Solidarity Bond in an effort to encourage citizens to invest their savings in the state's 
coffers, offering an interest rate of 2.26% AER which is not a great investment for the bondholder and still requires 
the state to generate cash to pay the interest on it. The real beneficiaries of all this are the financial institutions and 
money managers who recycle this cash, charging fees and taking percentages in the process. 
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b. Pensioners. Pensioners would get a percentage increase in their state pension relative 
to the amount of money invested in the fund. There are many pensioners with savings, 
accruing very little interest on their money. They worry about the safety of their 
money in insolvent banks or the risk of keeping it at home, and they resent cuts in 
their pensions to pay for bank losses. The fund provides them with an opportunity to 
invest their savings in a government guaranteed fund which gives them an immediate 
increase in their pension, a fund that invests in the economy, creating jobs for their 
children and grandchildren. The nominal interest they receive on their savings is 
meaningless to them. What pensioners want is the security of their savings, a 
guaranteed but modest income and a bright future for their family. This fund ticks all 
the boxes; 

c. Businesses. Businesses would get a reduction in their Employer's PRSI rate (or 
equivalent) relative to the amount of money invested in the fund, thus reducing their 
wage costs and making them more likely to maintain staff levels or even hire more. 
The fund must offer businesses a better financial return on their money (paid as a tax 

12 

benefit) than they would get from investing it privately. Businesses can promote the 
fact that they are investing in the fund and contributing to the welfare of society, 

allowing members of the public who support the initiative to support these businesses. 
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Who bears the cost? 

The banks and international financial institutions who generate tremendous profits and 
power from their funding of governments would be the big losers if nations were to 
implement the Alternative Sovereign Fund, as presented here. It must be expected that they 
would do all they could to denigrate this initiative, for it eliminates them from the equation 
and replaces them with the citizens of their former clients. The governments of sovereign 
nations are supposed to be accountable to their citizens, not their creditors, but as long as they 
are beholden to financiers they cannot be. The Alternative Sovereign Fund upholds the 
principle of sovereignty and renders the international sovereign financiers powerless. 



12 It is preferable that the tax credit for businesses be used against employer taxes but this may not make sense in 
every country. Tax credits can be offset against profits if necessary but must have a maximum limit. 

13 Businesses can be presented with a certificate they can display showing they are subscribers to the fund. 
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